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SUBJECT: POSSIBLE GOI BRAZIL OIL/IRON ORE SWAP 

1 . GOI HAS QUIETLY APPROACHED BRAZILIAN MINING CONERN, CVRD, 
REGARDING POSSIBLE SWAP DEAL INVOLVING INDONESIAN CRUDE FOR 
HIGH GRADE BRAZILIAN IRON ORE. AS WE UNDERSTAND IT, INDONESIA 
REQUIRES INTITIALLY 500,000 MT IRON ORE FOR START UP ITS 
KRAKATAU INTEGRATED STEEL MILL IN WEST JAVA. BRAZILIAN ORE 
SELECTED BECAUSE OF ITS APPARENTLY HIGH FE CONTENT (BETTER THAN 
65 PERCENT). BY 1980, THREE MILLION TONS/YEAR 

IRON ORE WILL BE REQUIRED. 

2. IN RETURN FOR ORE, GOI DISCUSSING POSSIBLE SWAP OF UP TO 
100,000 B/D LIGHT CRUDE. PRESENT SUPPLY SITUATION IS TIGHT BUT 
PERTAMINA, STATE OIL COMPANY, APPARENTLY HAS SOME OIL IT COULD 
MAKE AVAILABLE. INTIAL CONTACTS HAVE BEEN THROUGH CORRES- 
PONDENCE AND LAST WEEK DELEGATION FROM CVRD MET WITH NATIONAL 
PLANNING BOARD (BAPPENAS) OFFICIALS IN JAKARTA. NO DECISIONS YET 
REACHED. NEXT STEP EVIDENTLY CALLS FOR DISCUSSIONS 

BETWEEN PERTAMINA AND PETROBRAS. DEAL EVIDENTLY HINGES 
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ON WHETHER TRANSPORTATION COSTS MAKE SWAP FEASIBLE. 

3. COMMENT: PERTAMINA IS REPORTEDLY NOT ENTHUSIASTIC 
ABOUT SWAP DEAL, PARTICULARLY AT TIME WHEN INDONESIAN 
CRUDE IS SELLING WELL IN WORLD MARKETS. OFFICIALS IN 
OIL AND GAS DIRECTORATE ALSO OPPOSED ON GROUNDS THAT 
SWAP ARRANGEMENTS AMOUNT TO FORM OF DISGUISED 
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DISCOUNT. THERE IS LITTLE DOUBT, HOWEVER. THAT PERTA- 
MINA WILL GO ALONG AND HELP ARRANGE DEAL IF SO ORDERED 
AS WAY OF SAVING THIS TROUBLED PROJECT. 

NEWSOM 
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